OFFICE OF POLICY AND MANAGEMENT

MEMORANDUM
TO: Members of the MARB West Haven Committee
FROM: Robert S. Dakers, OPM MM

SUBJECT: Review of City of West Haven’s Revised Draft 5-Year (FY19- FY23) Financial Plan-General Fund

DATE: August 21, 2018

This memo provides some background regarding the City’s Revised Draft Five-Year Financial Plan
submitted to the Municipal Accountability Review Board (MARB) on August 14, 2018. This memo is in
preparation for the West Haven MARB Committee scheduled for tomorrow. This draft plan is one of the
requirements for the City’s receipt of State Municipal Restructuring Funds (MRF). These plans should,
according to the guidelines for the funds, utilize assumptions regarding revenues and expenditures that
are reasonable and achievable and contain changes that improve the municipality’s fiscal sustainability
in the short and long-term.

Overview of West’s Haven’s Plan

This memo involves a review of the City’s plan for its General Fund. A separate memo or
document will be issued for the Sewer Fund and Allingtown Fire Department parts of the plan. As
indicated on page 10 of the City’s draft plan, the plan projects balanced budgets or surpluses in the
General Fund, with an operating surplus of $1,079,257 in the last year, FY23, of the plan. This is
achieved, in part, by the receipt of State MRF funds of $8.0 million in FY19, with such funding declining
by $2.0 million each year until it reaches $0 in FY23.

Review of General Fund Revenues in Plan (Attachment 1)

Attachment 1 provides a summary of the City’s General Fund revenue categories for each year
of the plan as well as for prior years and projected for FY18 (as of the end of May). The City’s plan
outlines the assumptions used of in making the plan’s projections (pages 3 and 4, with property tax
calculations provided on page 12). MARB staff has some relatively minor questions regarding some of
the revenue line-items which can be reviewed tomorrow.

Review of Departmental Budgets in Plan (Attachment 2)

For both revenue and expenditure line-items, the City’s adopted budget for FY19 serves as the
first year of the plan. Attachment 2 provides the total for each departmental budget for FY19 and a
projected amount for each year of the plan. Attachment 2 also includes actual amounts for FY17 and
projected (as of May) for FY18. The amount for each department in fiscal years 2020 to 2023 is
generally based off the fiscal year 2019 budget, with an approximate 2% inflationary amount applied to
non-payroll line-items. A potential 1% salary increase for employees is included in contingency (not
departmental budgets) for fiscal years 2022 and 2023.



The City’s FY19 budget includes assumed savings from a number of actions already taken or
planned. In Attachment 2, MARB staff inquired about the status of a number of these actions, with the
City’s response provided as well.

Review of Debt, Insurances, Employee Benefits, Contingency and Education in Plan (Attachment 3)

Included in Attachment 3 are the amounts, both for prior years and in the plan, for the centrally
budgeted items, including employee benefits, debt, contingency and the line item for education. MARB
staff has forwarded some questions to the City, which they are working on. Some items of note include
health insurance, the Police Pension Plan and debt service.

In regard to health insurance, Segal Consulting, who is doing work on behalf of the MARB, has
provided some costs and projections for FY18, 19 and 20 (previously distributed) which will be discussed
in more detail tomorrow. With respect to the Police Pension Plan, it appears that the City has included
amounts that are below the actuarial determined contribution (ADC) for the first four years of the plan.
As an issuer of Pension Obligation Bonds (POBs), the City is required to at least fund the ADC. There is
also a question regarding to the debt service amounts in the plan that will need to be addressed.

Plan’s Approach to Financial Sustainability Issues

The MARB raised a number of issues regarding longer-term fiscal sustainability that it was
seeking to have addressed in the plan. These include:

e Administrative capacity to identify and implement necessary changes

e Long-term Liabilities related to Pension, OPEB and Debt

¢ Pension, OPEB and Costs Associated with the three Fire Districts/Departments (impact on West
Haven fiscal capacity)

¢ Health Insurance

e Establish a Sufficient Fund Balance

¢ Operational Efficiencies

How, and to what extent, the plan addresses these matters can be discussed in more detail tomorrow.

Conclusion

Please contact me if you have any questions or need any additiona! information in this regard.

Attachments

Cc: Members of the MARB
Mayor Nancy Rossi, City of West Haven
Alison Fisher, OPM
- Linda Savitsky, Interim Director of Finance, West Haven
Riju Das, State OTT
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